The MK-46 torpedo program is a good example of the kind of
success possible with multiyear procurement. Actual savings
are now $150 million, nearly four times the expected amount.

thorizations for Research ami Development, the U.S.
General Accounting Office cited several other major
shortcomings: annual contracting inhibits long-range
planning, prevents large-scale viewing of cross-agency
programs because of time constraints, makes long-term
efforts vulnerable to budget cuts and program interrup-
tions, and offers insufficient time for program managers
to establish priorities. Consequently, in September
1983, DoD expanded Directive 7200.4 to include provi-
sions on multiyear procurement.

Not surprisingly, given problems such as those just
listed, the private sector tends to view annual con-
tracting as a dubious proposition. From industry's per-
spective, the approach leads to uncertain production
schedules, results in additional administrative costs, and
eliminates savings otherwise obtainable through high-
volume purchases of material and bigger production
runs. Moreover, in light of Congress's prerogative to re-
duce program financing, firms are often reluctant to
make capital investments, the result of which is less ef-
ficient production and reduced competition.

Realities such as these motivated DoD and the Con-
gress to take action to reduce the number of unstable ac-
quisition programs. And it was in this context that the
then-Deputy Secretary of Defense, Frank C. Carlucci,
took on the challenge of managing weapons acquisition
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programs in the most efficient and economical manner
possible. The charge given to him by Secretary of De-
fense Caspar W. Weinberger led to formulation of a
new DoD acquisition policy based on guidelines now
known as the Carlucci initiatives, first outlined in an
April 30, 1981, memorandum.

As noted above, the initiative generally recognized as
essential to acquisition reform was that calling for in-
creased use of multiyear procurement, or contracting for
more than the current year's requirement. By funding
economic lot buys, multiyear procurement frees manu-
facturers from having to make smaller, more costly
piecemeal buys and thus promises to reduce the cost of
mature, low-risk programs already in production. Offi-
cials and managers in government, DoD, and defense
industry generally agree that, properly administered,
multiyear procurement arrangements on selected acqui-
sitions can be extremely beneficial.

Such contracts promote private-sector capital invest-
ment and encourage economies of scale. These benefits,
in turn, can lead to improved efficiencies in production
processes, better utilization of industrial facilities, and
lower-defect, higher-quality products. Multiyear pro-
curement arrangements also help stabilize the work
force size and quality and enable industrial engineers to
focus their efforts on improving learning curves.

In addition, by generating greater competition at
prime, vendor, and subcontractor levels and by encour-
aging greater participation on the part of small and
minority-owned firms, multiyear procurement can help
broaden the industrial base. The continuity of subcon-
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